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AMA CONFERENCE ON 


ctinanctal Management 


HOTEL NEW YORKER, NEW YORK CITY © MARCH 1 & 


AMA’S forthcoming conference on financial management is designed, through practical, 
hard-hitting approaches, to provide financial executives with a maximum of usable, help. 
ful information about the problems they are facing now and those they will face in the 
transition period. Some of the high spots of the conference: 


Two-way analysis of a vital issue: the Treasury Department’s 
proposals for liberalized carrybacks and industry’s advo- 


cacy of the establishment of tax-exempt surplus reserves, 





One of America’s profoundest students of business 


trends will examine searchingly the implications of 
the unprecedented financial situation confronting post- 


war America. 


An authoritative examination of problems attendant 
on liquidation of inventories of war materials and 
disposition of surpluses, from government and indus. 


try viewpoints. 








A panel session on a problem of daily increasing 


importance to financial executives. Viewpoints 
represented will include governmental, industrial, 


legal, accounting. 





Where the money is to come from and how to 


plan its spending, analyzed by a corporate, bank- 
ing, factoring, governmental and _ investment 


banking panel. 


In view of the widespread relaxation of cost 

controls brought about by the war, this ex: 

amination of basic techniques and procedures 
is particularly timely. 


Among the Speakers: H. C. Perry, Heywood-Wakefield Company (Vice President, AMA, 
in charge of Financial Management Division) ; Randolph E. Paul, General Counsel, Treas 
ury Department; Dr. Marcus Nadler, Institute of International Finance; John W. Newey, 
United Air Lines, Inc.; John H. Lucas, Peoples Pittsburgh Trust Co.; E. M. Matalene, 
Hornblower & Weeks; Arthur O. Dietz, Commercial Investment Trust. Inc.: Albert M. 
Carter, Smaller War Plants Corp.; H. T. McAnly, Ernst & Ernst; Col. C. L. Austin, 
Redistribution and Salvage Division, Army Service Forces; George Ellis, Combustion 
Engineering Co., Inc.; J. Tyson Stokes, The Baldwin Locomotive Works; John S. Carter, 
RCA Victor Division, Radio Corporation of America; Col. R. Ammi Cutter, Readjust- 
ment Division, Headquarters, Army Service Forces; Donald M. Russell, Lybrand, Ross 
Bros. & Montgomery. 
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REVIEW 





qs America likely to follow the planning 

route or the old-fashioned rocky road of 
individualism in the postwar era? The well- 
known historian, James Truslow Adams, at- 
tempts to answer this question in the month’s 
feature abstract (America and the Planned 
Economy—page 34), presenting some cogent 
arguments to prove that the planning philoso- 
phy is bound to pass. 

Right or wrong, Mr. Adams’ views will be 
welcomed by business men who have been 
discomfited by recent predictions about the 
nature of the postwar economy. Thus, ac- 
cording to one group of thinkers, there can 
be no return after the war to an unplanned 
competitive society; private enterprise might 
as well resign itself to the trend toward cen- 
tralized control, and devise ways of living in 
harmony with the bureaucrats. Others, in- 
cluding Stuart Chase, predict a “mixed econ- 


omy”—defined by Chase as a “business- 


government partnership” in which certain 
current government controls will be tapered 
off while some will be continued permanent- 
ly. But Mr. Adams says unequivocally that 
Americans have had their bellyful of govern- 
ment planning. 

_ What do the planners themselves mean by 
a “planned economy”? According to Mr. 
Adams, they do not mean merely government 
help or easing of an emergency; they mean 
a slave economy of “hand-me-outs,” an econ- 
omy which denies the laws of supply and 
demand. And Americans, he feels, would not 
sit easy under such a system; their native 
“horse sense” tells them planning will not 
work, aside from the fact that they loathe 
what it implies in their private lives. 
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General Management 


America and the Planned Economy 


S the new year opens, there seem 

to be two fashionable trends of 
thought. One is that the war with 
Germany will be over in 1944 or at 
least soon, and so we should discuss 
“postwar.” One can only say “Let’s 
hope so,” and let that trend go at that. 
The second fashion in current think- 
ing, or at least the fashion of talking, 
is the repetition of the illogical statement 
that because war suddenly brought 
unprecedented production and employ- 
ment we Americans can continue these 
in peacetime by government planning. 
To this statement we may add that it is 
also fashionable for even good Ameri- 
cans, who know something of what the 
weasel words “government” and “plan- 
ning” actually imply, and hate an ‘over- 
dose of either of them in reality, to 
accept a defeatist attitude and to admit 
sadly. that we now have taken into our 
population so many foreigners of other 
racial strains and backgrounds that 
nothing can be done to save ourselves. 
First, briefly, let us take time off to 
define “planning.” Long before our 
contemporary flood of planners flowed 
over one land after another, governments 
had been engaged in vast social services 





and constructive undertakings. We in 
America were behind Germany, England 
and some other Old World countries in 


schemes of social insurance, security ~ 


and pensions, but even those countries 
did not talk of such things as “planning.” 

Nor did we so designate our system 
of public education, our libraries, mu- 
seums, tariffs, land grants to transcon- 


tinental railways, and the rest. “Plan-_. 


ning” has come to mean something more 
than all that. The shortest and best 
definition is perhaps that of the Aus- 
tralian, George Winder, who describes 
it as “the coordination of production 
by a central authority instead of by the 
laws of supply and demand.” 

The planners who think there is only 
chaos in a competitive world are like 
the primitive savages who believed in 
magic because nature to theni was 
chaotic and unpredictable. Because the 
planners do not understand economic 
laws—which I have claimed are funda- 
mentally psychological laws or the ways 
human beings act under given circum- 
stances—they deny the laws and want a 
world built up by fiat. 

Let there be no mistake about what 
the planners mean by “planning.” They 


For publishers’ addresses or information regarding articles or books, apply to AMA headquarters. 
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do not mean government help or easing 
of a temporary situation, or anything 
except a national economy run by them- 
selves instead of by individuals who 
enjoy all the incentives to improve prod- 
ucts, broaden markets, and lower prices, 
which a competitive economy has, in the 
main, produced in the past. Moreover, 
“planning,” as the planners plan it, ob- 
viously means the control not only of 
supply but also of demand, in other 
words control in no short time of all 
personal life—a slave economy, with 
bureaucrats as the owners and drivers. 

Now, what about the Americans who 
think we cannot defeat this “planning,” 
just as the Lindberghs and the America 
Firsts preached that we could not think 
of defeating the combination of Ger- 
many, Italy and Japan? 

What is an American? Is he, just for 
the purpose of this article, a man who 
is likely to sit easy under planning and 
a slave economy of hand-me-outs? Is 
he, fundamentally, and from all his past 
experience and ambitions, a “go-getter” 
or a “gimmie”? 

From my study of the past, from my 


acquaintance with Americans in 43 of. 


our 48 states, and, by way of contrast, 
some, 10 years’ residence and travel in 
14 countries of the Old World, I am 
convinced that the American is no 
“gimmie.” He is the gol-darndest, most 
cantankerous and individualistic “go- 
getter” on his own that exists, and full 
of horse-sense. 

He is made up of unresolved contra- 
dictions. For example, with all the fer- 
vor of his being, he wants to feel that 
he is as good as anybody else. With 
equal fervor he wants to feel that he is 
better and to show that he is by his 
success. Again, he wants all the benefits 
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of mass production and the “assembly 
line,” with its low-priced, high-quality 
gadgets and highest material standard 
of living in the world; and at the same 
time he wants the individual dignity and 
interest of the medieval craftsman. All 
contradictory, of course, but the Ameri- 
can is the most contradictory cuss on 
the globe, one who solves his contradic- 
tions for each passing moment by the 
simple formula of “get thar fustest.” 

True, in the depression of the 1930’s, 
the American used his government to 
get sométhing. However, he has always 
used it when he wanted to use it for 
himself, but he has fought like a steer 
when the government wanted to bother 
him. “Oh,” but the defeatists say, “you 
are thinking of the old American. The 
immigration of 1890-1910 changed all 
that.” They go on to explain that there 
have been two kinds of peoples from 
time immemorial—the democratic ones 
who think they own the government, 
and the slave type, who have an in- 
grained belief that government must 
own them. 

There is something in this, but not 
what the defeatists think there is. 
Around the turn of the century the racial 
type of immigration did change. We 
took in huge numbers of those not used 
to self-government. Such immigrants 
found adjustments more difficult than 
the earlier types had, but to say that 
they changed “the American” type in- 
volves unwarranted assumptions. The 
defeatists imply that a small, even if 
fair-sized, fraction of our population 
could suddenly change the whole; that 
there were no forces in America influ- 
encing the immigrant; that what he had 
been in the Old World he remained 


in the New; and so on. 











All this is simply stupid. The Ameri- 
can spirit is endemic—constantly present 
and easily caught—and a group, even a 
large group, of immigrants does not 
change America. America changes them, 
if America gets a chance at them. 

There are many more points forgotten 
by the defeatists who talk so learnedly 
about a change in the American due to 
the original qualities of our later immi- 
grants. For lack of space, I can mention 
only one of those points here. It is that 
“Americans” have been to a great extent 
hand-picked before they ever left the 
Old World. In other words, it has been 
chiefly those who rebelled against the 
very ideas and conditions with which, 
according to the defeatists, they are con- 
taminating us. 

Personally, I believe that the planning 
philosophy, as I have defined it, and as 
most of us old-fashioned individualists 
fear it, is bound to pass. There is not a 
single instance in the whole history of 
the world in which it can be shown to 
have been successful except in war. 
Russia is no exception, and there the 
philosophy is already being profoundly 
modified even in the midst of war. 
Abstract theorizing has never blos- 





somed on the American frontier. Our 
one native contribution to philosophy 
is the pragmatism of William James, 
according ‘to which the test of a state- 


‘ment of a supposed truth is: “Will it 


work?” I have spoken of the horse-sense 
of Americans. I believe that has been 
telling them more and more that “plan- 
ning” does not work, aside from the 
important fact that they loathe all that 
it leads to in their private lives. 

I am laying no bets on the next elec- 
tion, complicated by the war. I am 
taking a long-range, post-November, 
1944, view. For those who are inter- 
ested in that view, I would say emphat- 
ically that I believe America has had 
its bellyful and has cleared its brain. 
In the age of the new frontiers of science 
instead of mines and mountains I think 
we shall again call for “Pike’s Peak or 
bust,” instead of “Washington and rust.” 

That belief is based not on wishful 
thinking but on study and observation 
of America and the American. If I am 
right, it is important for every business 
man; if I am wrong, then the devil will 
catch the hindmost of us all. By JAMEs 
Trustow Apams. Barron’s, January 3, 
1944, p. 3:1. 


Fine Art Spurs War Production 


PROPER setting for fine art is the walls of industrial plants where it can be 
seen while work is in progress, according to the labor-management committee of 
the Bridgeport Brass Company. At the suggestion of that committee, the company 
has had watercolors and murals by established artists posted in various departments. 
Posters depicting the many products of the company being made in the plant 
and in use on battle fronts have been singularly successful in stimulating production. 
The labor-management committee believes this is because the artwork has made em- 
ployees feel they are as much a part of the front line of battle as those portrayed 


using the products created in the plant. 


—Printers’ Ink 1/21/44 





The best executive is the one who has sense enough to pick good men to do what he wants 
done, and self-restraint enough to keep from meddling with them while they do it! 
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Your Business Letterhead 


HE writer has been asked to define 

just what constitutes a good busi- 

ness letterhead, and to offer some 
suggestions as to what to look for and 
what to avoid in letterheads. 

Perhaps the first point to consider is 
the information to be provided in the 
heading. There are still a good many 
letterheads which include everything but 
what the boss had for breakfast. Nobody 
bothers to read all this if he has a good 
detective story handy. Not only does su- 
perfluous material increase the cost of 
engraving or typesetting, but by such 
verbosity a letterhead defeats its own 
end, which is to attract favorable atten- 
tion. 

A letterhead should provide the fol- 
lowing basic information: (1) who you 
are, (2) what you do, (3) where you 
do it—but it must also impress on the 
recipient what you are, by properly rep- 
resenting the worth of your concern. 

It should be left to the designer to in- 
clude any other data he feels necessary 
in addition to the basic items mentioned. 
In other words, supply him with suffi- 
cient material to enable him to include 
or eliminate the items necessary to 
balance the design properly. 

Telephone numbers may be included 
if much of the correspondence is local 
in character, though even then their 
value is debatable. Cable addresses are 
used less and less; but here again it de- 
pends to a great extent on the amount of 
overseas business that is handled. Ex- 
ecutives’ names are unessential and are 
often dispensed with now. 
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Pictures of plants or headquarters 
used to be a “must,” but today very few 
firms show their buildings, and then only 
in some special manner—as, for ex- 
ample, a vignette of the front entrance. 


“No strike” clauses, legal phrases, etc., 
are not used often today and seem rather 
old-fashioned. Trade marks or mono- 
grams can usually be employed to ad- 
vantage, often as a peg to hang the 
design on. But they should be restrained 
in size, and one is usually sufficient. 


Lists of products manufactured should, 
in most cases, be omitted or at least 
kept to a minimum. A letterhead cannot 
be expected to take the place of a cata- 
log, and it merely suffers a loss in dig- 
nity and simplicity when the attempt is 
made. Slogans, medals received at fairs, 
anniversary dates, and so forth are 
passé, except in the case of special head- 
ings to commemorate these events. 


In this modern age of color and de- 
sign, a little “dressing up” over and 
above the mere demands of utility will 
enhance both the sales value and distinc- 
tion of the heading. It is at this point 
that many fall by the wayside. 


Color, when not used to excess, is 
bound to catch the eye and helps to re- 
lieve the monotony of black and white. 
Judiciously employed in the lettering or 
design, it provides contrast and can be 
used either to emphasize or subdue cer- 
tain parts. It can also be made to sug- 
gest the type of business—brown for a 
lumber or leather goods firm; green for 
florists, seeds; and so on. Delicate colors 
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suggest such products as toilet goods, 
ladies’ wear; while strong colors can 
symbolize steel, coal, engineering. 

Even when only one color is used, it 
need not be black. A one-color heading 
will often be enhanced when run in dark 
blue or brown, or some other color that 
suggests the business it represents. 

The letterhead design should be left 
to the judgment of a good designer. 
While suggestions and ideas are often a 
help, do not expect to see them carried 





out just as you visualize them. A de- 
signer’s job is to improve and present 
them in the most artistic manner. 

With regard to paper and methods of 
reproduction: Use the best, always. Your 
printer or lithographer is in a position 
to advise you on these, and this is part 
of his service to you. Do not spoil a 
good job by resorting to cheap paper or 
methods of reproduction. By JosePH H. 
Hynes. Business Management, Decem- 
ber, 1943, p. 10:2. 


Changing Fashions in Letterheads 


MEDALS received at fairs, legal phrases, and much of the other “gingerbread” 
that once adorned letterheads are obsolete, according to a checkup by American 


Business. 


Only one letterhead out of 100 carried the old “All contracts contingent upon 
strikes, fires, accidents, acts of God, etc.,” which was once considered a “must.” 


Simplification is the rule. 


Thirty-eight per cent use only the name of the com- 


pany and the city, without even a street address; 62 per cent print the street 


address. 


Only 30 per cent feel it necessary to include the telephone number, while but 
12 per cent bother with printing the codes used on cable addresses. Anniversary dates 
are used by but 12 per cent, and names of officers by only 8 per cent. 

Other features are: department or executive names, 11 per cent; trade mark or 
picture of product or factory, 50 per cent; slogans, 12 per cent; and lists of branch 


houses or plants, 11 per cent. 


—American Business 


_ Expediting Inter-Office Correspondence 


STANDARD inter-office correspondence form adopted by Kroger Grocery & 
Baking Company offices is proving a wartime man-hour saver, since its use 
eliminates much footwork, extra phone calls, and memo writing. The form, attached 
to all internal correspondence, indicates by the sender’s check mark what may be 


wanted or what should be done. 


. The body of the form lists 13 possible actions: 


1. See Me—Phone Me 
Investigate and Report 
Suggestions and Return 
Information and Return 
Information and File 
Answer Direct (copy to me) 


AVP wy 


7. Answer Direct and File 

8. For your further handling 
D,: Take ww: witht iio.503...0006.5. 
10. Note, Pass on to.......0......0..... 
1l. For your approval 

12. Approval Noted on Attached 
13. Noted and Returned 


The sender need merely check one of these, fill in the addressee’s name and 
department and the date (spaces for which are provided at the top of the form), and 


sign or initial the form at the bottom. 
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Tips on Clips 


O save paper clips and staples, the First National Bank of Madison, Wisconsin, 
has issued the following practical instructions to its employees: 

_1. Conserve your supply of staples by using clips. These are reusable, whereas 
staples are not. 

2. Desk-to-desk material should not be stapled—use a clip. 

3. Use a paper clip or two if necessary to close an inter-office envelope. Clips 
can be re-used by other departments. 

4. On large or bulky items for inter-office delivery, use a rubber band or string 
rather than staples. 

5. Use a paper clip when attaching samples to requisitions for supplies from 
the storeroom. 

6. Paper clips and rubber bands should be picked up and kept off the floor 
so they are not damaged or lost. 

7. Paper clips should not be sent out in the mail, 

8. The stockroom acts as an exchange center for clips. When a department 
surplus exists, turn them in to the stockroom. Any department needing 
clips may replenish its supply by presenting a requisition. 

—Bankers Monthly 9/43 


Allocation of Office Space 


(PHE War Department has discovered that office workers do not require so much 
room as was once allowed. At one time the War Department allowed 100 square 
feet per person. By November, 1942, the allowance was 80 square feet per person. 
Recently the allowance has been changed to: ‘ 
50 square feet per person (54-inch desks) 
60 square feet per person (60-inch desks) 
80 square feet per office or administrative assistant 
100 to 500 square feet per person in private office 
These standards and maximum allowances include space necessary for executive 
offices, the usual filing cabinets, and normal office equipment, but are exclusive of 
communication corridors, passageways, safety exits, landings, lobbies, and similar 
spaces not normally used for actual office work. 








—American Business 10/43 


e A STUDY by Bendix Products Division of Bendix Products Corporation indicates 
that the color of office equipment is an important factor in worker fatigue. It has been 
found, for instance, that adding machines, typewriters, etc., should not be black, since 
the contrast of a white page against a black surface results in eyestrain and fatigue. 
Light gray and cream finishes have proved much more satisfactory. 








—The Office 1/44 
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“War Corps” Eases Manpower Shortage 


HE idea of utilizing young men 
Teer factory work after school and 
during summer vacation is not 
new in industry. However, the Firth 
Carpet Co., of Firthcliffe, N. Y., has 
approached its manpower shortage 


from a new angle. Early in the year, 


boys from the surrounding schools 
were selected to work in the Firth mills 
_after school from 4 to 6 p.m., and 
eight hours on Saturday. What is 
known as the Firth War Corps was 
thus established. 

What distinguishes the Corps from 
similar experiments is the fact that 
it is 4 self-governing group, much like 
the student body in a high’school. The 
management realized that its members 
were young people with the usual en- 
thusiasm and deviltry of youth to be 
worked out of their systems. Placing 
these young men under adult leaders 
would not solve the problem, because 
they knew they were assigned to tem- 
porary. work and would be back in 
school or in the armed forces shortly. 
Accordingly, a natural leader from 
the school group was appointed captain 
of the Corps. He was apprised of all 
company rules, regulations and poli- 
cies and was further told that the War 
Corps would be under his direct super- 
_ Vision, and that it would be his respon- 
sibility to solve all problems, handle 
all requests, and settle all situations 
which might arise. 

The Firth War Corps is making a 
commendable record for itself at the 
Firthcliffe plant. When the boys arrive 
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at work, the foreman of the yard de- 
partment has accumulated a sizable list 
of jobs to be done, enumerating those 
which should be given precedence. 
These “orders of the day” are picked 
up by the Corps captain, whose duty 
it is to see that this work is done well. 
The assignment, timing, planning and 
scheduling of jobs is left entirely up 
to the captain. 


Among the jobs assigned to these 
young men are washing and scrubbing 
floors, sweeping floors and alleyways, 
banding boxes, cleaning up the yard, 
mowing lawns, keeping the Firth Rec- 
reation Park shipshape, washing win- 
dows, etc. However, sometimes special 
assistance is needed in plant depart- 
ments. These jobs involve assistance 
in the threading department, blending 
of wools, arranging stock, and work 


of this type. 
The first captain, who has now grad- 


uated into a better-paying job, tells the . 


following story: 


“I have found the boys in the War 
Corps to be cooperative and willing 
workers. However, like all of us young 
fellows, they have their likes and dis- 
likes for doing certain jobs. One job 
no one wanted to do was to mow the 
lawn in front of our main office. I 


explained to them that this was one of. 


the jobs assigned to us and it was a 
job we could do just as well as any 
man in the plant; if we each took our 
turn in doing it, no one would have to 
do more than his share. Everybody 
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welcomed this settlement, and there 
were no more kicks about mowing the 
lawn. 

“I had no problems of horseplay or 
fooling in the gang when I was in 
charge. But, realizing that the boys 
needed some fun during the day, I 
encouraged them to pitch horseshoes 
during lunch period; and, whenever 
the weather permitted, I encouraged the 


group to go for a swim in the creek. 

“There has been no problem of ab- 
senteeism. Whenever one of the boys 
wanted a day off, he asked for it a few 
days in advance; and each request 
which was considered reasonable was 
granted, provided we could handle our 
assignments.” 

Textile World, September, 1943, 
p. 86:3. 


Workers’ Ideas Save 4,000,000 Man-Hours 


Y using their heads as well as their hands, employees of Lockheed Aircraft Corpora- 

tion, Burbank, Calif., have figured out production shortcuts that will save some 

4,000,000 man-hours annually. These suggestions brought $270,000 in cash awards to 
the workers who thought up the time-saving, labor-conserving ideas. 

This efficient utilization of men and machines was achieved through classroom 
courses in work simplification for supervision and an improvement suggestion plan 
inaugurated in October, 1942. The suggestion plan encourages employees to think 
and contribute ideas aimed at improving their own efficiency and that of the depart- 
ments in which they work. Not only does the employee receive 10 per cent of the first 
year’s savings up to a maximum of $500, if his suggestion is accepted and put into 
effect, but he is also given an uplift in morale through the knowledge that he has 
contributed something tangible, over and above the work for which he was hired, 
toward the winning of the war, : 

Augmenting the employee sugestion plan is a supervisory training course consist- 
ing of 10 one-hour lectures by work simplification experts. More than 6,000 line super- 
visors, department heads, and company executives completed this accelerated course 
within a recent four-month period, the result being closer cooperation and teamwork 
— supervisory personnel and the production worker with ideas in the back of 

is head. 


—-Factory Management and Maintenance 1/44 


Attendance Record-Keeping Simplified 


G EVERAL companies are employing an unusual card system to record attendance. 

At the end of the day’s work, each employee is given a card containing punched 
holes designating the particular department in which the employee is working. Using 
a soft-lead pencil, the employee writes his name and the date. The card contains several 
columns of numbers. The employee crosses out those numbers which correspond to 
his badge number and to the number of hours he has worked. A special machine, 
which establishes electrical contact with the graphite markings on the card, is used 
by the payroll and personnel departments to select all cards for a particular depart- 
ment or for any individual worker. This system saves endless record-keeping and is 
found to be extremely accurate, providing the employee follows instructions for mak- 
ing out the card. 





—The Hiring Line 


-—— 
a alll 





e A LARGE RESTAURANT in Chicago lists available jobs daily on a blackboard, 
and each employee who induces a friend to take one of them receives a dollar a week 


in extra pay as long as the new worker remains with the company. 
—Magazine Digest 
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A Code for Employee Counselors 


US far among personnel workers 

in general there has probably been 

too little examination of profes- 
sional or semi-professional obligations 
for a code of ethics, for standards of 
personnel executive conduct under vary- 
ing circumstances. Personnel executives 
by and large have not acknowledged or 
claimed for themselves a professional 
status. 


But in respect to the duties of the em- 
ployee counselor, the need for some 
agreed standards of conduct—for some 
code of acceptable and defensible ethical 
considerations—comes at once into 
prominence. It will be fatal if the kinds 
of issues which arise in relations with 
individual workers are left to the ran- 
dom, casual and unthought-through deci- 
sions of the counselor. This is the reason 
for offering here the following tentative 
draft of a code of standard practice for 
employee counselors: 


1. People are ends in themselves; 
they are not primarily means to carrying 
out the ends of someone else. 


2. The employee counselor is con- 
cerned to implement the company’s inter- 
est in the whole man. This implies that 
aspects of the individual’s desire for 
growth, creativity, security, status, ap- 
proval, sufficiency of reward, stake in the 
enterprise, sense of accomplishment, and 
the like, are all concerns of the employee 
counselor. 


3. Employee counselors have the 
problem of trying to help reconcile in 
the conduct of the day’s work the em- 
ployee’s rightful search for personal 
expression and growth, and the com- 
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pany’s search for productivity of reason- 
able quantity and quality. 

4. The power of the individual who 
is in a position of authority over others 
derives in fact not solely from his posi- 
tion but also from the genuine and 
evident concern of that individual to 
help employees to realize ends which 
they believe or come to believe they 
want to share in achieving. Mere author- 
ity asserts power; good leadership wins 
it. 


5. A demand for the exercise of 
authority is a confession of weakness. 


6. Companies have plural aims which 
are long-run and short-run, which are 
primary and secondary. To get the em- 
ployee (1) to understand these, (2) to 
see how -far his own interests line up 
with the aims of the company, and (3) 
to assure that in fact they are made to 
line up where possible, is a duty of the 
employee counselor. 

7. Problems faced by workers are of 
two broad kinds—personal and group 
(i.e., those they basically share with 
their fellow workers). Employee coun- 
selors can help substantially to resolve 
personal problems. Group problems 
should be handled by group methods 
of conference. 


8. The resolution of employee prob- 
lems (personal and group) is facilitated 
by fullest possible confrontation of all 
relevant facts. Every problem has at 
least two sides to be discovered. To 
discover these, to secure objective evi- 
dence to the maximum possible extent, 
to gain acceptance for such evidence by 
those implicated in reaching a decision 
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—these are responsibilities of the em- 
ployee counselor. 

9. Personal amiability on the part of 
the employee counselor is essential. But 
it is no substitute for justice and wis- 
dom. And justice is not what the em- 
ployer thinks is just—but what both 
the employer and employee when in full 
possession of the relevant facts agree is 
just for the time being and under all 
the circumstances. 

10. The total outlook and integrity 
of the employee counselor are more im- 
portant to his effectiveness than any 
professional manners or means which 
he employs. “What you are speaks so 
loudly, I cannot hear what you say.” 
The counselor’s responsibility is not to 
manipulate the destinies and choices of 
others but to lead them to decisions 
which commend themselves to those in- 
volved after all possible shared examina- 
tion of the problem has taken place. 

11. If it is assured that the employee 
counselor has a professional (or partial- 
ly so) relation to the worker (on the 
analogy of the physician), he must be 
prepared to respect the confidence of the 
worker where facts that might be preju- 
dicial to the worker’s status in the com- 
pany are reposed in him. 

12. Personal effectiveness in human 


relations requires total physical fitness. 
Sensitiveness to the subtleties of personal 
relationships is a further requirement 
which can be developed by conscious 
intention. 

13. People rightfully seek leadership. 
But they will accept it and continue so 
to do only where they are convinced 
that their leaders know what the follow- 
ers want within the realm of the prac- 
tical, know how to help them get it, and 
are helping them to get it. Leadership is 
not hypnosis; it is the organized provi- 
sion of occasions for a shared pursuit 
of common ends, persuasively presented. 

14. The responsibility of the foreman 
for the competent conduct of his depart- 
ment is a unitary one. All efforts of 
employee counselors to help facilitate 


_the work within a department are sub- 


ject to the agreement of the foreman. 
Within a department the employee coun- 
selor is subordinate to (and helpful to) 
a foreman. For his basic effort, status 
and competence the employee counselor 
is responsible to the personnel manager. 

15. A code of standard practice is 
only as good as the wisdom and sincerity 
of the employee counselor in putting it 
into practice. 

By Orpway TEAD. Advanced Man- 
agement, July-September, 1943, p. 97:7. 


Penalties Improve Attendance 


W th the consent of the majority of workers, department stewards of Nash- 

Kelvinator Corporation, Detroit, have instituted a plan to curb absenteeism and 
tardiness. It has been agreed to fine each worker who is late or absent and to place 
the fines in a general fund. When enough money has been accumulated to purchase 
a war bond, a drawing is held in which only those who have a perfect attendance 
record are eligible to participate. The scheme has already effected a noticeable im- 


provement in attendance. 
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—Training-Within-Industry News Letter 11/27/43 
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Using Films for Personnel Training 


a highly valuable tool in various 

Westinghouse training programs. 
They are used extensively for training 
purposes, the scope of which includes: 


Mi iies picture films have proved 


1. Visual instruction for training opera- 
tions which include a record of per- 
formance. 

2. Motion pictures for training methods 
engineers. 

3. Motion pictures for training supervisors 
in non-technical courses in methods im- 
provement. 


Experience ‘shows that best results are 
obtained when visual training is only 
part of the complete training procedure. 
In presenting a motion picture, it should 
always be prefaced by a talk familiar- 


izing the group with the important fac- . 


tors to be noted. It should be pointed 
out clearly that the picture is a definite 
part of the training program and that 
the group should be able to answer cer- 
tain questions after seeing the film. In 
this way, the class will view the picture 
more keenly. 

A mere showing of silent pictures with 
titles and sub-titles, while it may be in- 
teresting, will not prove very effective. 
It has been found that the group will 
profit most from the showing if the in- 
structor is sufficiently familiar with the 
operations portrayed to give a running 
commentary on the films. 

The use of sound motion pictures eli- 
minates the necessity for explaining or 
commenting on the picture while it is 
being shown. However; it is still neces- 
sary to question the group closely to be 
sure that no important point has been 
overlooked. 

Equipment used in training courses in- 
cludes the following types of projectors: 
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16 mm. Eastman Sound Projector 

16 mm. Bell & Howell Silent Projector 

16 mm. Bell & Howell Silent Projector with 
frame counting attachment 

35 mm. Spencer Delineoscope 


The use of motion pictures is extreme- 
ly effective in training new operators 
on repetitive work, especially where a 
high degree of skill and dexterity is 
needed. 

Where verbal instruction is given and 
where the operation is at all complicated, 
weeks and even months may be required 
before a beginner attains production 
standards. The student may also intro- 
duce minor variations in methods which 
will militate against maximum produc- 
tion. To overcome this, when a proper 
method has been devised it should be 
photographed. A complete cycle of the 
operation may be recorded and a loop 
obtained by joining the ends of the film 
together. This loop shows the operation 
being performed repeatedly. 

In training a new operator, the in- 
structor first shows the film loop, point- 
ing out particularly points that require 
special attention. Then the picture is 
shown a number of times at varying 
speeds until the operator is completely 
familiar with every phase of the opera- 
tion. The operator then performs the job 
himself, as the picture is projected con- 
veniently in front of him, so that he can 
check up from time to time to assure 
himself that he is doing the job cor- 
rectly. 

The motion picture loop should prove 
an extremely valuable tool in the train- 
ing program. An outstanding demon- 
stration of the effectiveness of this 
method of training occurred recently at 
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one of the Westinghouse plants. It was 
necessary to train a number of girls in a 
highly repetitive operation. Previously 
the training had been left in the hands 
of the foreman or group leader, and it 
required six weeks before the worker 
was able to do the job in a satisfactory 
manner. Instead of training the girls in 
the old manner, a film loop of the opera- 


tion was made, and this was used to 
train these operators. They performed 
the job while watching the projection of 
the picture. In 10 days the operators had 
developed almost sufficient skill and apti- 
tude to equal the production of the more 
experienced workers. By JAMES TAYLOR. 
Mill & Factory, January, 1944, p. 114:8. 


Science Can Simplify Collective Bargaining 


By JAMES D. WEINLAND 
New York University 


TRIKES and labor disputes are fre- 

quent and costly phenomena. The 

problem is usually one of wages, 
and collective bargaining is the device 
depended upon for a solution. 

Bargaining, even though democratic, 
must be restricted to the clearest and 
most specific issues, else it becomes con- 
sumingly wasteful and unscientific. Sci- 
ence has gradually removed an increas- 
ing number of factors from the realm of 
opinion and bargaining and subjected 
them to measured evaluation. As labor 
values can be more accurately calculated, 
collective bargaining will be confined to 
more clearly defined issues. This is 
already occurring as a result of improved 
job evaluation methods, which frequently 
bring about agreement with little need 
for bargaining. 

A few basic principles have long been 
accepted in this field. Wages are recog- 
nized as the primary return for labor. 
Supply and demand is the fundamental 
criterion of value. Skills, which are 
scarce, are better compensated than a 
broad back and strong legs, which are 
common. The cost of living is taken into 
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account. Finally, compensation is given 
for obvious damage done to the indi- 
vidual, such as injury to an eye or the 
loss of a limb. 

It is in respect to the last factor that 
we believe a definite improvement can be 
effected. Industry pays for eyes lost and 
limbs amputated. It pays well for obvi- 
ously dangerous work, such as that of 
the aviator, deep-sea diver and steeple 
climber. It accepts the principle that 
the probability of an abbreviated life 
calls for additional compensation. But 
thus far the principle has been acknowl- 
edged only in what might be called fla- 
grant cases, and no method has been 
recognized for taking it into account in 
all work. There is such a method, how- 
ever, and through it one can determine 
rather definitely when entire industries 
deserve no particular consideration in 
their pleas for higher wages, and when 
other industries—to a degree that can be 
demonstrated objectively—are justified 
in requesting extra compensation. 

The principle underlying this method 
is that groups of people who live as long 
as the average may be assumed to have 
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enjoyed working and living conditions 
equal to the average. On the other hand, 
groups that live longer than the average 
of the population have had better-than- 
average working conditions—as the facts 
clearly indicate—and groups with a 
shortened expectation of life have per- 
formed more dangerous or less healthful 
work. The method of calculation is that 
devised by insurance companies for de- 
termining their insurance rates. (Insur- 
ance premiums are never arrived at by 
bargaining but are calculated on the 
basis of life expectation.) 

In 1930, Dr. Louis I. Dublin, of the 
Metropolitan Life Insurance Company, 
published in Harper’s Magazine an 
article on “The Job and the Life Span” 
which cited differential life expectations 
for a number of occupations. The article 
also showed that groups with shortened 
life expectations have, as well, abbrevia- 
ted job lives. 

Following this article by a few years, 
Professor William S. Schlauch, mathe- 
matician, and the writer, both of the 
School of Commerce, Accounts and Fi- 
nance of New York University, began to 
compile data from the Fifteenth Census 
of the United States, The Joint Occupa- 
tion Study of the Actuarial Society of 
America, The Association of Life Insur- 
ance Medical Directors, and the volumes 
of The Monthly Labor Review. Experi- 
_ ence tables were formulated for 12 occu- 
pations as well as was possible with the 
data available, and these are probably 
representative though not complete 
enough for applied wage calculations. 
The occupations studied were the follow- 
ing: cotton textile operators, composi- 
tors and linotypers, engineers, lawyers 
and judges, physicians and surgeons, 
teachers, accountants, painters and deco- 
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rators, coal miners under ground, copper 
miners under ground, truckmen, barbers, 
and wool textile operators. 


The chart below indicates the job life 
and the total life expectation, at the age 
of 20, in each of these groups. Occupa- 
tions are not named in the table, since it 
is felt that calculations should be made 
on the basis ot more complete census 
figures before the data are applied. The 
general situation, however, is well illus- 
trated. 


Life 
Expectation 
Occupation Job Life At 20 
1 22 ? 
2 25.2 ? 
3 25.5 29.2 
4 25.7 45.4 
5 27.0 36.0 
6 27.0 44.6 
7 30.6 43.6 
8 31.6 31.6 
9 32.6 45.0 
10 33.1 42.8 
ll 33.4 46.0 
12 36.5 45.0 


General wages, aside from specific 
skills, are then calculated very much as 
a policyholder’s insurance premiums are 
calculated. When expectation of life is 
short, insurance premiums are propor- 
tionately higher. When life expectation 
is high, insurance premiums are low. 
The principle with respect to wages is 
similar. Except for training and skills 
(which are now often measured accu- 
rately by job evaluation and compen- 
sated on a supply-and-demand basis), 
and aside from the cost of living (on 
which reasonably accurate data are avail- 
able) , the rewards due a work group can 
be calculated with a precision that would 
reduce the issues in collective bargaining 
and thus benefit both labor and manage- 
ment. 


Admittedly this method is not intended 
to solve all wage questions, though it 
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should clarify one of the little under- 
stood and poorly defined factors under- 
lying labor disputes. If it is common 
sense to pay a man on the basis of the 
number of hours and days he works, it is 
common sense to pay him on the basis of 


the number of hours and days of work 
his life will yield to the occupation. The 
slower his candle burns, the less he de- 
serves per candlepower-hour; the faster 
his candle is consumed, the higher should 
be his hourly rate. 


Speeding Cafeteria Service 


P EAK-HOUR feeding capacity has been practically doubled at the employee cafete- 
rias of the Denver Ordnance Plant, operated by Remington Arms Company, since 
conspicuous tray-return stations were installed. 

It is necessary to feed in each cafeteria at lunch hour about four times as many 
people as the seating capacity. Only prompt removal of dirty dishes and a staggered 
lunch hour system makes this possible. 

It was found that, even when it was possible to get enough girls to handle dish 
removal, delays were inevitable. But now that each employee removes his own empty 
tray as he leaves the table, seating space is freed instantly for someone else. In addi- 
tion, the labor of 10 girls per day per cafeteria is saved. 

The tray returns are handled at a long booth built in previously unused space 
along one wall. There are several low windows in the front wall of the booth. Above 
each is posted “Return Trays Here.” 

As still another means of regulating the flow of traffic so that the cafeterias can 
handle everyone, the company has issued lunch hour passes to all employees. These 
cards specify the time at which each worker is permitted in the lunchroom. Whenever 
congestion seems to be developing, a guard is placed at the door to inspect passes. 
Employees are allowed 30-minute lunch periods, the lunch hour being staggered over 
a two-hour period. 

—Lucius Furnt in Factory Management and Maintenance 1/44 


Factory Wage Rates 


D ESPITE much evidence of high wages, the wages of millions of employees are 

still moderate or low, even by pre-war standards, declares the Wage Analysis 
Division of the Bureau of Labor Statistics in a recent report on the level of factory 
wage rates in wartime. 

The comparison of the wage structure of 1943 with that of January 1, 1941, 
reveals that at present about 31 per cent of the workers in manufacturing industries 
are receiving rates of $1.00 or more, while in January, 1941, only 12 per cent of the 
workers received wages above the dollar rate. At the other end of the scale, 10 per 
cent of the employees today are receiving less than 50 cents an hour, as compared 
with 31 per cent in 1941. 

Although the report presents striking evidence of the shift in wage rates since 
January, 1941, the Wage Analysis Division points out that the figures also indicate 
that the “much-discussed $100 weekly wage is extremely rare among American factory 
workers.” 

The highest-paid workers, according to the report, are concentrated in war in- 
dustries throughout the country, while the lowest-paid workers—those receiving less | 
than 40 cents an hour—are concentrated largely in the South, where relatively few 
employees are unionized. For the most part, the report reveals, the highest wage rates 
are paid for supervisory ability, unusual skill, or high productivity under incentive 
wage plans, while the lowest rates are paid workers engaged primarily in simple, 
routine jobs that can be mastered by an inexperienced worker in a few days. 

—Wage and Hour Reporter 10/18/43 
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America’s Part-Time Pool 


REPorts to the War Manpower Commission show a growing interest in the use 
of part-time workers. 
Estimates as of May, 1943, indicated that there were approximately 2,000,000 
workers employed part'time in our non-agricultural activities; of these, 750,000 were | 





students and the remainder was comprised chiefly of women and otherwise-employed 
white-collar workers. The largest proportions of part-timers were employed in trade 
and service industries. 

By July, 1943, 17,000 major war production establishments reporting to the War ed 
Manpower Commission indicated that part-time employment was spread widely but 
very thin. Although most states and every major industry employed some part-time 


workers, their total among 15,000,000 workers was about 66,000, confined to 3,400 ot 

firms. he 

Within the manufacturing industries, clothing producers employed the largest W 
proportion of part-time labor, more than 9,000 of a total of 313,000 employees. The 

only other manufacturing activity in which part-time workers comprised as much as m 

1 per cent of total employment was food processing. de 

—WituiaM Mirencorr in Manpower Review 12/43 fr 

be 

Hiring via Job “Showcase” hi 


THE plan of setting up a small operating unit in the busy section of critical labor 

cities to show potential employees the type of work done at a large main plant 
has been gaining wider popularity as employers struggle to meet their manpower cr 
requirements. Frequently, casual passersby become so impressed with the relative 





ease or simplicity of such work that they apply for jobs on the spot. This is par- - 
ticularly true of women who do not have to work for a living but whose labor is vl 
needed in the nation’s workforce. F 
The latest plant to adopt this plan is the Roller Bearing Company of America, 1 
located in Trenton, N. J., a critical manpower area. The plant’s “showcase” consists 
of a small building in which several women employees operate machines and assemble 8! 
RBC bearings. This unit was formally opened in ceremonies attended by Army, to 
Navy and federal representatives, who appealed to the citizens to help in the battle “i 


of production. Many women attending the dedication of the exhibit were sufficiently 
interested to register at once with an interviewer stationed there. Since then, the ol 
exhibit has constantly proved its usefulness in recruiting new help. 


—American Machinist 12/9/43 
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Wartime Employment of Women in Manufacturing ay 

THE total number of women wage earners in June, 1943, was more than 4% million. A 

At this time women comprised over 30 per cent of all wage earners. Between is 

April, 1942, and June, 1943, more than four-fifths of the net addition to the working i‘ 
force in manufacturing industries were women. It appears now that at least twice as 

many women will be employed during the course of the present war as in the war of y¢ 

1914-18. yé 
—Monthly Labor Review 10/43 

m 
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e A MAJOR ADVANTAGE in hiring the handicapped, according to the National fu 

Industrial Conference Board, lies in the fact that the likelihood of accidents to able- m 

bodied factory workers is 600 per cent greater than to handicapped workers. According , 

to a survey of 12 companies employing 805 handicapped and 71,666 able-bodied P 
factory workers, the number of accidents per 100 handicapped was 2.6 and per 100 

able-bodied 18.5 for the month of June. 
—Notes and Quotes 12/43 Feb. 
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Incentive Plans for Foremen 


NDUSTRIAL circles have given ap- 
l propriate attention to the fact that 
wage-freezing orders have exempt- 
ed an increased “take-home” for the 
workman which results from increased 
output. In the meantime, speculation 
has been rife as to what position the 
War Labor Board would take on the 
matter of instituting incentive plans 
de novo after the effective date of the 
freezing orders. This appears to have 
been cleared up now; bonus plans 
have sanction so long as they do not 
increase the cost of production. 

No system of increased pay for in- 
creased effort has managed to main- 
tain top results unless it has also pro- 
vided the greatest possible coverage. 
The closer the plan comes to embracing 
100 per cent of the employees, the 
greater its effectiveness. That brings 
to the fore the question of how super- 
visory personnel may be compensated 
on an incentive basis. 

The nature of the foreman’s work 
is such that results must be measured 
on a basis differing from that which 
applies to direct production workers. 
As a corporal of industry, the foreman 
is in charge of his squad—group, sec- 
tion, gang, department or what have 
you. It is logical, therefore, that the 
yardstick employed to measure a fore- 
man’s performance should be related 
to the performance of the group which 
functions under his direction—for to 
make it function is, after all, his 
primary task. 

A simple approach, then, is to pay 
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the foreman a bonus over his regular 
guaranteed salary on the basis of one 
of the following factors within his 
group: 
a) unit output, over standard (an “over- 
riding commission,” so to speak) ; 
b) weekly work hours, over standard; 
c) attendance (bonus in inverse ratio to 
rate of absenteeism) ; 


d) inspection (bonus in inverse ratio to 
rate of rejections). 


As is usual, the actual bonus rates 
may be empirically scaled; that is, 
tentative rates are selected on the 
basis of general observations and sound 
judgment. A bonus, for instance, of 
10 per cent of salary may be paid at 
90 per cent average group efficiency, 
ranging up to 50 per cent at 120 per 
cent efficiency. A definition of efficien- 
cy standards, on a weighted compila- 
tion giving cognizance to the fore- 
going factors, and others that might 
exist, is of course a prerequisite. 

There are other than group factors 
to consider in the computation, how- 
ever. Among these are: 


a) savings on overhead costs (shared on 
a percentage basis) ; 

b) safety record; 

c) labor turnover ratios; 

d) employee training results; 

e) idle time; 

f) work completion on schedule or 

sooner; 

uniformity of quality (low rate of 

rejections) ; 

h) interdepartmental cooperation; 

i) housekeeping, within department. 


Some of these factors are seeming 
imponderables, on which it would be 
next to impossible to set dollars-and- 
cents rates for fluctuations. However, 


— 


e 
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it is always feasible to determine what 
the past record reveals with respect to 
each; regard any improvements over 
the record as steps in the right direc- 
tion; and select low, tentative rates 
subject to adjustment as experience 
is gained. 

A weighted factor is much to be pre- 
ferred over’a single, direct one. To 
leave all emphasis on quantity, for in- 
stance, would almost certainly work 
detriment in quality of output; to place 
a premium on quality might tend to 
run up costs; and so forth. A not 
uncommon approach, therefore, is to 
establish a composite standard of mea- 
surement with preponderance of weight 
on quantity (80 per cent or so) and 
the remainder on quality, or cost. In 
general, those factors which require 
most of the foreman’s attention are the 
ones to be included in the base; this 
will vary with individual circumstances, 
with locality, type of output, etc. 

In considering the installation of a 
foreman bonus plan, where none has 
been operative, a preliminary move is 
of course to sound out the foremen 
themselves, to see how they feel about 
it. Having obtained their approval and 





support in principle, step number one 
is to dissect the job of each foreman. 

Tangible results achieved are natur- 
ally specifically determinable: number 
of units produced, percentages of cost 
reduction, etc. But certain personal 
characteristics in the foreman are re- 
sponsible for these end-results—leader- 
ship, cooperation, planning, tact, per- 
sonality, and like factors. These are 
the basic forces responsible for results, 
and encouragement of their exercise 
and development is a vital part of a 
sound bonus plan. But how are they 
appraised or measured? 

While units produced may be ascer- 
tained by weight or count, and costs 
reduced may be expressed in specific 
monetary terms, cooperation and per- 
sonality and leadership cannot be ex- 
pressed thus. At best, these intangible 
factors may be rated. That involves 
the expert opinion of superintendents 
and works managers, tempered perhaps 
with a cross-section of opinion from 
the foremen themselves.* By S. Jrr- 
FREY BoaL. Mill & Factory, August, 
1943, p. 104:2. 


*See Annual Convention Series No. 26, American 
Management Association. 


Strikes Increased in 1943 


THE number of strikes in 1943 was almost twice as high as the average for the 

15 preceding years; but the total of man-days of idleness was actually a little 
below the 15-year average, indicating that disputes were more quickly settled. Those 
are the important findings of a recently released study by the Bureau of Labor 


Statistics. 


The number of strikes in 1943 (with December calculated from figures for the 
preceding 11 months) was 3,737, compared with a 1927-41 average of 1,945, and a 
1942 total of 2,968. But the low 15-year average includes the depression years when 
strikes were negligible. In years of business upswings, the number of strikes sub- 
stantially exceeded the 1942 and 1943 figures. 





—Business Week 1/15/44 
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Postwar Trends in Distribution 


ee HANGE is changeless.” A vig- 
orous nation is in a constant 
state of flux—and war condi- 
tions stir up the mixture. Alertness to 
changing conditions has always been an 
essential ingredient of profitable opera- 
tion, but it will pay exceptional premi- 
ums in the postwar transition period. 

The following postwar trends and de- 
velopments appear to merit attention, in- 
sofar as they may affect the sales policies 
of individual enterprisers: 

1. Total purchasing power will prob- 
ably be greater than in the pre-war 
period—especially in the low-income 
brackets, which will enjoy a higher per- 
centage of total national income than 
before the war. This will mean a greater 
production of semi-luxury items than be- 
fore, with a corresponding increase in 
the importance of distributing outlets 
handling such items. Competition for the 
consumer’s dollar above the level of the 
basic necessities will be keener than ever. 

2. In the immediate post-hostility 
period, numerous manufacturers without 
previous experience in making particular 
products are going to enter many fields, 
household appliances and radios being 
good examples. This will provide in- 
creased competition for the consumer 
dollar. It may result in improvements in 
some products, but will also probably re- 
sult, after a few years, in many “orphan” 
lines—those for which parts and services 
are no longer available. 

3. Demobilization will be followed by 
the need for the government to dispose 
of large quantities of surplus goods, and 
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such disposition may, if not properly 
regulated, swamp civilian markets. 


4. As the automobile industry catches 
up with deferred demand, there will 
probably be a great expansion in travel, 
with a consequent enlargement of all the 
services, facilities and retail outlets that 
cater to people on the move. Vastly in- 
creased air passenger transport should 
reduce air travel costs and increase air 
travel. 


5. The United States will probably 
continue to maintain large army, air 
and naval forces after the war. The ex- 
istence of such forces, whose energies 
and whose purchasing powers will be 
diverted from ordinary civilian lines, is 
certain to affect both the production and 
distribution of goods through private 
channels. 


6. The demand for certain types of 
services (such as professional services, 
beauty parlors, recreational centers and 
hotels) will rise to higher levels than in 
pre-war, with a consequent expansion of 
the outlets supplying such services. 


7. The changing proportion of ages 
in the composition of the nation’s popu- 
lation may reduce the demand for some 
types of goods and increase that for 
others. For example, 4 per cent of the 
country’s population was 65 or over in 
1900; it is estimated that 12 per cent 
will be in 1970. And 44 per cent of the 
population was under 20 in 1900, where- 
as only 27 per cent is estimated to have 
been under that age in 1940. The nor- 
mal, plus war-induced, shifts in popula- 
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tion will also have a pronounced effect 
on markets and distribution. 

8. There will probably be a further 
and perhaps accelerated decentraliza- 
tion of shopping areas. 

9. The net trend will probably be 
toward larger average size of retail 
stores handling given kinds of products, 
but this will not mean domination by 
the very “large” nor elimination of the 
“small” retail outlets. 

10. The retail stores of the country 
by and large require refreshing stream- 
lining. The equipment is rapidly wear- 
ing out and becoming outmoded. This 
indicates that a tremendous rush toward 
improvements in retailing and presum- 
ably in other distributive institutions 
will occur as soon as the war ends. 

11. There will probably be closer 
integration between wholesaling and 
retailing functions, and perhaps integra- 
tion between manufacturing and distri- 
buting functions. In the immediate post- 
war rush to promote sales, many manu- 
facturers will seek to enter the retailing 
field much more than before. 

12. Farm cooperatives, engaged in 
both the marketing of farm products 
and to a lesser degree in the purchase 
of farm supplies, have had a steady 
growth for many years, and there is 
every reason to believe this growth 
will continue. 

13. Consumers’ cooperatives will pre- 
sumably continue to grow, but for a 
long time to come will probably not 
handle a significant proportion of con- 
sumers’ purchases. 

14. The challenge presented to other 
trades by lowered costs in the retail 
chain grocery, drug and variety fields 
will probably inspire greater efforts 
toward reduced operating expenses in 
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many types of outlets. With total operat- 
ing costs in successful department stores 
ranging from 28 per cent of net sales 
to over 38 per cent in reasonably com- 
parable stores, for example, it is appar- 
ent that much can be done to lower 
over-all costs in this type of outlet. 

15. So far as the cost of distribution 
of goods and services is concerned, we 
may expect to see: (a) a steady decline 
in the unit cost of distributing many 
specific products and in the distribution 
costs of many types of selling outlets; 
(b) a great increase in the total volume 
of goods purchased by the public, which, 
with higher total consumer buying pow- 
er than in pre-war years, will demand 
a greater variety of goods and a greater 
number of services. ‘ 

16. During the past 10 years the 
banking field as such, as against the so- 
called finance companies, has had a taste 
of the consumer credit end of the busi- 
ness and has found it palatable. Local 
banking institutions will probably ex- 
tend their facilities for extending con- 
sumer credit, competing with the nation- 
al services. 

17. Changes in servicing methods 
and facilities are likely to occur. For 
example, one central “service” organiza- 
tion in a community might service 
several different makes of home appli- 
ances, in lieu of each distributor main- 
taining a separate service crew. 

18. There will be an increasing re- 
liance by industry upon marketing and 
distribution research in all its phases. 

19. Obsolescence will become a more 
important factor in the total volume of 
production of consumer goods, impelled 
by the desire for improved models. A 
corollary result will be greater emphasis 
on the ways and means of disposing of 
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» 20. Governmental interferences with of war conditions, will be revived after 
6 the free movement of goods became an the war. F 
€t | increasing problem prior to the war; From Second Report of the Postwar 
especially during the Thirties there was Committee of the National Association 
5 a disturbing trend toward such control of Manufacturers, December, 1943. 95 
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. Tips on the Selection of Salesmen 
wily 
gs GEVERAL suggestions on how sales managers may cut the margin of error in 
selecting salesmen were recently made by William Rados, Secretary-Treasurer, 
nd National Society for Sales Training Executives, in an address before the North- 
ter western Sales Executives’ Conference. Mr. Rados’ suggestions follow: 
1. Draw up specifications for the salesmen’s jobs. 
2. Estimate how manv salesmen will be needed. 
the 3. Make a list of all possible sources of men. 
so- 4. Design all your selection tools around the specifications of an ideal salesman. 
t 5. The first selection technique is to create a good impression among appli- 
ge cants and former employees seeking sales positions. 
1SI- 6. Use a preliminary registration card. 
cal 7. Plan your interviews to cover five points: 
a. Cover full scope of applicant’s previous sales experience, education, 
= personal background, and other data. 
on- b. Bring out full facts regarding important subjects and specifications. 
on- c. Place applicant at ease. 
d. Give as well as get information. 
e. Interpret true significance of what interviewer observes. 
ods 8. Hire an applicant only after two or more interviews, preferably by different 
or individuals. 
9. Have an interview record form on which to summarize each interview. 
iZa- 10. Give your salesmen a test: 
ice Alternate A—A test to see how much they know about your type of 
“a business. 
P Alternate B—Aptitude test to explore their traits, characteristics, intelli- 
Ain gence, personality and memory in a scientific way. 
11. Design an application form to reveal the facts that you want to know about 
a man. 
re 12. Give each required specification a value expressed by a number so that you 
and can add up and arrive at a total score for a man. 
ses. 13. What a man has done in the past is the best indication of future activity. 
The problem is to find out what the man has done in the past. 
ore SUGGESTION: Long-distance telephone call with a list of questions. 
» of SUGGESTION: Take his former employer or superior to lunch. 
led 14. If sales applicants are examined by a physician, arrange for the doctor’s 
examination and report to highlight points of interest to the sales manager. 
A 15. If you are hiring ex-soldiers, how will you make sure that they are mentally 
asis and physically reconditioned to civilian life? 
x of 
Back the Attack!—Buy War Bonds 
view 
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350 Firms Make Postwar Plans 


HAT new products is industry 

planning for the postwar era, 

and how will it distribute them? 
These were two of the principal ques- 
tions raised by the Research Department 
of the Curtis Publishing Company in a 
recent survey of the postwar planning 
activities of 350 large manufacturers 
(primarily in the durable goods field). 
Some of the important findings of this 
survey are presented in this article. 

Forty-three per cent of the companies 
interviewed are devoting practically their 
entire facilities to producing war goods. 
An additional 38 per cent of them, or a 
total of 81 per cent, are selling more 
than half of their production to the gov- 
ernment or to companies making war 
goods, 

Twenty-nine per cent of the companies 
are still making the same products which 
they made before the war. (This is re- 
gardless of whether or not the product 
is going directly to the war effort.) An 
additional 23 per cent of them have over 
half of their current output in peacetime 
products. 

The greatest reconversion problems 
will be found in the following industries: 
household appliance; automobile; office 
equipment; radio and phonograph; elec- 
trical miscellaneous; plumbing, heating 
and air conditioning; and house furnish- 
ing and equipment. The simplest recon- 
version to peacetime production will be 
found in the airplane and the chemical 
and paint industries. No production re- 
conversion problems, apparently, will be 
encountered in the drug and cosmetic, 
food and paper industries. 

Sixty per cent of the companies inter- 
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viewed have a definite company organi- 
zation charged with the responsibilities 
of postwar planning. This does not mean, 
of course, that the other 40 per cent of 
the companies are completely ignoring 
the question. Some said that postwar 
planning is part of the day-to-day think- 
ing of top management. Others said that 
they had a planning and development 
division that was part of the permanent 
organization and that this division was 
taking postwar considerations in its 
stride. Those companies that are still 
selling normal peacetime products to 
consumers felt that they have smaller 
need for a postwar planning group. 

Among the companies with postwar 
planning organizations, the group or 
committee method of organization is 
most widely resorted to. This fact indi- 
cates that most companies feel that every 
phase of their business activity has to be 
adjusted after the war to meet changed 
conditions. 

Although no direct check list covering 
the specific phases of postwar planning 
was included in the questionnaire, almost 
all the companies interviewed voluntarily 
gave information on this subject. The 
problem most frequently mentioned as 
being studied was sales, distribution 
and/or advertising covering the whole 
field of marketing. This was followed 
by mentions of redesigned products, new 
products, and production costs. 

It was found that 58 per cent of all the 
companies interviewed are planning to 
introduce some kind of new product or 
products. The companies which have no 
new product in mind, most prevalent in 
the automobile, office equipment and 
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aviation industry groups, feel that their 
biggest opportunity is to concentrate on 
the products which they now have. 

Of the companies that said they were 
planning to bring out new products, 54 
per cent reported that the product was in 
the same field as their normal peacetime 
products, 12 per cent said it was in a new 
field, 20 per cent reported new products 
in both their own field and another field, 
and 14 per cent would not say whether 
it was in the same or a new field. 

Thus it seems that at least 32 per cent 
of the companies with new products will 
be entering new fields. This group rep- 
resents 18 per cent of all the companies 
interviewed. 

With respect to regular or redesigned 
products, 36 per cent of the companies 
said they could reconvert within a few 
days and 20 per cent said three months 
or less but more than a few days, making 
56 per cent who can reconvert within 
three months’ time. Fourteen per cent 
said four to six months, and four per 
cent indicated seven months or more. 
Twenty-six per cent did not answer the 
question with a specific length of time. 

Naturally, it will take longer for manu- 
facturers to put entirely new products on 
the market. Thirteen per cent of the 
manufacturers who expect to make new 
products say they will have them ready 
for the market within three months after 
war work ceases, while 56 per cent of 
the manufacturers will have their regular 
products ready by that time. Fifteen per 
cent of the companies with new products 
say it will take seven months or longer to 
put their new products on the market, 
while 68 per cent could not or would not 
tell just how long it would take. 

As yet, few of the companies have 
definite plans for changing their basic 
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system of distribution, although all types 
and channels are being studied thorough- 
ly. Of course, the concerns which are 
introducing new products in fields differ- 
ent from their normal products must, in 
general, start from scratch and develop 
entirely new distribution plans. These 
plans will be determined largely by the 
new products themselves. 

The basic changes which may take 
place in distribution can be predicted 
best by studying the distribution plans of 
these companies for their regular or re- 
designed products. Eighty-nine per cent 
of the companies expect to employ the 
same distribution methods for their regu- 
lar products in the postwar period. The 
11 per cent who are changing or are un- 
decided about their postwar plans for 
distribution are pretty evenly scattered 
throughout the industries, with the ex- 
ception of the automobile and truck in- 
dustry and the metal industry, both of 
which seem to have decided to maintain 
their pre-war distribution setups. 

For new products in the same field, 73 
per cent of the companies will retain 
their pre-war methods of distribution, 16 
per cent will change, and 11 per cent are 
undecided. It is possible, of course, that 
these changes on new products may af- 
fect the whole distribution structure of 
the companies involved. 

On the whole, the most significant fac- 
tor is the broad and thorough study ac- 
corded the subject by industry generally. 
Such interest is bound to result in im- 
proved efficiency, with direct benefit to 
the consumer. It seems clear that no gen- 
eral revolutionary changes in distribu- 
tion are being projected for the imme- 
diate postwar period. By Donatp M. 
Hosart. Printers’ Ink, January 14, 1944, 
p. 26:5. 
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Forehanded Sales Recruiting 


MANY companies, foreseeing a tremendous step-up in sales activities during the post- 
war period and anticipating a shortage of experienced salesmen, are already 
campaigning for salesmen to be hired when business gets back to normal. One such 
campaign that could be readily adapted by other companies, large or small, consists 
of a series of small-space ads run in 13 national magazines by the Fyr-Fyter Company 
of Dayton, Ohio. 

These ads, designed not only to enlist a sales force but to keep the company’s line 
before peacetime customers, all suggest that men interested in selling the company’s 
line, clip the ad for future reference. A typical ad, headlined “When the Boys Come 
Marching Home,” and depicting a smiling soldier, contains the following copy: 


After World War I, we obtained many of our successful Fyr-Fyter distributors from the ranks of 
the veterans of 1917. When Victory II is won we plan to have even greater opportunities for many 
of the boys now serving in World War II. Our entire output now marches with the Armed Forces. 
To meet war needs, our production facilities have been greatly expanded. This will enable us to 
offer an enlarged and improved line of Fyr-Fyter for peacetime needs. If you are looking for an 
opening after Victory, we may have a distributorship to offer you. Clip and Save this article. 
Remember Fyr-Fyter After the War. 


In response to the ads, hundreds of applicants have written to the company re- 
questing additional information. These letters are answered personally, and each 
answer is accompanied by a “Get-Acquainted Information Blank” to be filled out and 
returned, as well as a copy of the company’s house organ, which is mailed monthly to 
the applicant. Fyr-Fyter’s list is growing larger every day, and the company does not 
expect to be caught short-handed on V-Day. 

—The Hiring Line 


Wartime Population Shifts 


MAY wartime population shifts are unlikely to be permanent, according to a 

recent issue of the American Journal of Sociology. An article in this issue 
presents the results of an investigation of war workers’ “readiness for migration” in 
the postwar period, based on public opinion polls taken among male workers in eight 
widely scattered war production centers. 

Generally speaking, the war workers were pessimistic about their chances of 
holding their jobs after the war. The highest percentage of readiness for migration 
exists in shipbuilding cities, next highest in aircraft towns, and least in steel and 
automotive centers. Less than half of the migrant groups that moved into war-work 
areas within the last three years plan to move after the war. The places from which 
people migrated before the war can count on only a 45-55 per cent population return 
after the war. Selective Service figures indicate also that approximately 50 per cent 
of the Army personnel are ready to move to new centers after the war. 


—The Bureau of ‘Urban Research, Princeton University 





AMA PACKAGING CONFERENCE AND EXPOSITION 


The Annual Packaging Conference and Exposition of the American 
Management Association will be held on March 28 to 31, inclusive, at the 


Palmer House, Chicago. 
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Packaging 


Permeability of Flexible Materials 


ECAUSE of the current shortage 

of tinplate for packaging certain 

foods and other perishable prod- 
ucts, there is at present widespread in- 
terest in the properties of flexible pack- 
aging films and coated papers which 
could be used in devising substitute 
containers. The need for such flexible, 
lightweight, airtight containers is espe- 
cially obvious in packaging dehydrated 
foods for overseas shipment, for which 
minimum weight and bulk are of para- 
mount importance. 

In any attempt to evaluate packaging 
materials suitable for excluding air 
from commodities which are highly 
sensitive to oxidation, such as coffee or 
certain dehydrated vegetables, it is a 
matter of interest to speculate on how 


permeability is controlled. It is com- 
mon knowledge that films or coatings 
deposited from solutions in solvents 
will show small pinholes, resulting 
from evaporation of the last traces of 
solvent. Common practice is to correct 
this type of defect by laminating two 
or more plies or, in the case of coated 
stock, applying two or more successive 
coats with complete removal of solvent 
from each coat as it is applied. Pre- 
sumably pinholes, cracks and other de- 
fects are not too numerous in a single 
ply, and probability that the pinholes 
in any two adjacent plies would ex- 
actly coincide is remote. Examples of 
this effect are shown in the accompany- 
ing table, from which it can be seen 
that the permeability of a single ply 





PERMEABILITIES OF SOME PACKAGING FILMS 








Carbon Moisture 
Air,* Dioxide,* Vapor, 
cc./ 100 cc./100 gm./100 
Sq. In. Sq. In. Sq. In. 
per 24 Hours per 24 Hours per 24 Hours 
Polyvinyl alcohol, types 
A and B, 0.002 in. to 0.003 in. 0 0 10 
(minimum) 
Rubber hydrochloride 
PO-140 6 25 0.3 
Polyvinylidene chloride 
+100 gage 0 0 0.17 
Glassine, 0.001 in. single ply 5 
Glassine, two-ply laminated 0 
Polyvinyl alcohol coated on paper: 
1 coat Rapid leakage 
2 coats Approx. 1,000 
3 coats 0 





* Air is approximately 1/5 oxygen by volume. Precision, approximately + 0.5 cc. per 100 square 
inches per 24 hours; cc. calculated to standard temperature and pressure. Data from new apparatus 
and technique capable of better precision are not yet availabie. 

{ Results tabulated for materials other than polyvinyl alcohol and rubber hydrochloride are single 
observations, not necessarily representative. 
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of glassine or a single coat of PVA on 
paper is greatly reduced by lamination 


in the one case and by multiple coating 
in the other. 


Permeability of wrapping film is 
limited further by the closeness with 
which the molecules of the material 
approach each other. This is known to 
the X-ray technologist as the lattice 
spacing or fiber factor. In more homely 
terms, an individual gas molecule might 
see one film barrier as a fine screen or 
mosquito netting, whereas another 
would resemble chicken wire. The abil- 
ity of gas to pass through such very 
fine openings differs somewhat from 
leakage through pinholes, though the 
line of distinction cannot be sharply 
drawn (mechanical defects can be ex- 
tremely small, approaching molecular 
dimensions). The ability of a gas to 
permeate films with relatively open 
molecular structure (the chicken-wire 
type) depends on how heavy the in- 
dividual gas molecule is. Physicists 
have found that light molecules get 
through faster than heavy molecules. 
This explains why it is that many bal- 
loon fabrics which are comparatively 
tight when extended with air or heavier 
gases still leak hydrogen fairly rapidly. 


There are certain phenomena in gas 
transmission which require still further 
explanation. For example, an under- 
standing of leakage through pinholes 
or by diffusion through molecular lat- 
tices does not explain why carbon di- 
oxide, a comparatively heavy gas, will 
pass through rubber hydrochloride ap- 
proximately four times as fast as air. 
Neither does our theory explain why 
polyvinyl alcohol film will substan- 
tially exclude both oxygen and carbon 
dioxide, but will allow water vapor to 
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pass quite freely. The most reasonable 
explanation which suggests itself in 
these cases is at present only a guess, 
It is the writer’s opinion that a film 
which is free from pinholes and has a 
molecular structure adequate to serve 
as a physical barrier for all gases can 
still pass certain gases by a mechanism 
of solution and evaporation. Accord- 
ing to this theory, the gas molecule 
actually dissolves in the surface of the 
film on one side, diffuses through, and 
evaporates from the other side. The 
gas molecule ceases to be a gas mole- 
cule while it is permeating the film. 
It is as if a butterfly could revert to 
the larva stage, work its way through a 
vertical earth barrier, and change back 
from larva to butterfly on the far side. 


Just as a chain is no stronger than 
its weakest link, a package made from 
gas-impermeable film is limited by the 
permeability of its seams and closure. 
The best performance in this respect is 
given by thermoplastic films and coat- 
ings, which can be fused or welded into 
a continuous film at the seams and clo- 
sure by application of heat and pres- 
sure. Even such materials are subject 
to imperfections due to softening of 
the film adjacent to the seal and its 
consequent sensitivity to mechanical 
abuse in the heat-sealing operation. 


Methods for testing the impermea- 
bility of lap seams are being devised, 
but the most useful information is ob- 
tained by practical storage tests, fol- 
lowed by internal pressure measure- 
ments or, where possible (as in the 
case of ground coffee), by chemical 
analysis of the gases contained in the 
package for air contamination. 


By L. W. Etper. Modern Packaging, 
July, 1943, p. 69:3. 
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Ginancial Management 





The Finance Officer's Postwar Responsibilities 


officer or. corporate accountant to 

engage in a specific program to 
assist management by presenting the cost 
and the financial problems which loom 
ahead and by providing the material to 
guide it in making decisions to meet 
postwar conditions. The task, then, is to 
take the first steps toward formulating 
a plan and a procedure. Three steps sug- 
gest themselves as adapted to accounting 
techniques and reasoning processes. 

The first step is the preparation of 
a series of predictions of the possible 
trend of cash resources. This probably 
can be carried out best by a series of 
financial budgets, each one of which will 
give body to a different hypothesis of 
prospective postwar operations and will 
project and expound the financial out- 
look thereunder by estimating the work- 
ing capital needs, the sources of working 
capital, the liquidity and utilization of 
reserves, the need for long-term capital, 
and the possible sources of long-term 
capital. These budgets must also be pre- 
pared for different values of the dollar. 
It probably would be academic to use the 
gold standard dollar, but to employ the 
present dollar is likely to be very mis- 
leading. Possibly a usable working pic- 
ture can be obtained by using the pur- 
chasing power of the dollar for the 
period from 1930 to 1933, from 1933 to 
1936, the purchasing power of the dollar 
through 1939 and 1940, its present pur- 
chasing power, and the purchasing power 
of the dollar under such varying degrees 
of inflation as your pessimism permits. 


[’ is none too soon for the finance 
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It is difficult to reconcile the intensity 
with which business demands postwar 
reserves while paying little attention to, 
if not actually condoning, the action of 
special groups and blocs who would de- 
stroy the barriers against inflation. If 
they are successful, they will nullify the 
purchasing power of the most liberal 
amount of reserves. 


Many elements of forecast and predic- 
tion will be included in these financial 
budgets, and the basic assumptions must 
be made by top management. 


But there is one source of funds of 
such major consequence as to be proba- 
bly the greatest single factor in the post- 
war survival of many companies. Its 
computation and disclosure is definitely 
in the accountant’s field. That critical 
factor is the effect of the refund of taxes 
paid during the war period and the re- 
duction of current taxes during postwar 
years as a result of the carry-back and 
carry-forward and the other relief and 
refund provisions of the revenue acts. 


Some of the sources which will permit 
a reduction or a recovery of the taxes 
paid during the war years are these: 


Amortization of Defense Facilities.—F acil- 
ities bought under certificates of necessity 
are amortized at the election of the owner 
over 60 months. If the war should end 
before that time, this rate will be accele- 
rated and the tax reduced to the extent that 
the additional amortization charges reduce 
the profit. 

Replacement of base inventories where 
companies are operating under the Lifo 
method and have depleted or exhausted 
base stocks. 

Relief by claims under Section 722.— 
While such claims are technical and com- 
plicated and should not be filed if no valid 
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grounds exist, they will in certain cases do 
a great deal to restore a company to the 
relative position of competitors. 

The postwar refund of 10 per cent of the 
excess-profits tax (to the extent that it is 
not used currently) which will be available 
at the option of the government after three 
months and not later than two years after 
the cessation of hostilities for the 1942 re- 
fund, three years for the 1943 refund. 


But probably the greatest relief provi- 
sion for those companies which do not 
face the prospect of breaking even but 
can see only losses ahead is the net oper- 
ating loss deduction. This provides that 
the net operating loss may be carried 
back for two years, first against the in- 
come of the second preceding year and, 
if any is left over, again against the in- 
come of the immediately preceding year. 
Similarly the losses for the second year 
may be so carried back. If there is any 
part of the loss thus carried back which 
is not absorbed by the earnings of the 
two preceding years, the balance may be 
carried forward to the next year and the 
succeeding year following the taxable 
year in question. The effect of this is to 
refund first the entire excess profits tax 
rate on the amount of such loss and if the 
loss is not fully absorbed against excess 
profits income to cause a refund of the 
normal tax on the balance in each year 
of its application. 

The second step in the program for 
discharging the accountant’s responsi- 
bility to management is the measurement 
of the present financial strength and 
stability of the company and its power 
to withstand the shock of the loss of war 
business. A sound basis from which to 
start such measurement is the balance 
sheet of the company. It is assumed that 
war liabilities and contingencies are now 
properly reflected, and our concern is 
with the postwar availability, liquidity, 
usefulness and value of the items shown. 
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A suitable worksheet form on which 
to gather the information in some co. 
hesive pattern is the realization and ]j- 
quidation account, which is more often 
a technique of the accounting course 
than of actual business experience. 

Set up the balance sheet items in the 
left-hand column. In the center leave 
plenty of room for remarks and the ten- 
tative answers to the question raised. 
Key each one of these and support it with 
a separate memorandum and exposition, 
which should be kept under constant re- 
view. Then in the next column show the 
allocation, appropriation and disappear- 
ances of assets, the increases of liabili- 
ties, and maturing of contingencies. In 
the last column show the net free assets 
which the company may employ in meet- 
ing competitive conditions, maintaining 
itself during the first shock of the post- 
war depression, developing new products 
and new markets, and reestablishing it- 
self on a firm postwar footing. 

The third step, and an immediate task 
which faces the accountant in discharg- 
ing his responsibility to management, is 
to present reports and data which will 
enable the management to determine the 
ability of the company to meet postwar 
competition profitably. 

Again a start can be made from a base 
which is familiar ground to the account- 
ant—namely, the profit-and-loss_state- 
ment. The same critical appraisal of 
each item included in each projected 
profit-and-loss statement should be made, 
and the same procedures should be used 
in preparing these statements, as were 
used in building up the suggested finan- 
cial budgets. These predictions should be 
shown in a series uf projected profit-and- 
loss statements, each based upon a dif- 
ferent hypothesis of postwar volume, 
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costs and expenses; and each one of the profit-and-loss statement and to de- 
these should give effect to several dif- tect the strength and the weaknesses in 
ferent valuations of the dollar. When the profit-making potentialities of the 
they have been prepared, we are ina po- business. N.A.C.A. Bulletin, Section I, 


sition to review each item considered in December 15, 1943. 18 pp. 


Renegotiation in the Courts 


HE question has often been raised whether war contractors and subcontractors 

can appeal to the courts under the existing renegotiation statute. It is the view 
of the Navy Department’s Legal Division, as outlined in an opinion filed with a 
Congressional committee, that contractors may now appeal to the courts if dissatisfied 
with renegotiation settlements. 

The opinion that a judicial review of renegotiation settlements is now available 
is based on two reasons. First, the history of the renegotiation law in Congress shows 
that it was the intent of the legislators to permit judicial appeals, for a provision in 
the bill as first introduced preventing such suits was stricken out in conference. 
Secondly, except where contractors or subcontractors agree voluntarily to a settlement, 
it is a basic principle of law that “there is a clear right to judicial review in the 
absence of any statutory procedure therefof.” Such review may occur either because 
the government brings suit to collect allegedly excessive profits, or the contractor sues 
to enjoin a finding that excessive profits exist or to recover sums withheld by the 
government on the ground that profits are excessive. 

Enactment of renegotiation amendments contained in pending revenue bills would 
extend the scope and character of appeals to the courts from renegotiation decisions. 
The pending measures provide that in cases of appeal both questions of fact and 
questions of law will be subject to judicial review. The right to appeal, however, 


exists today under specified conditions. 
—The Journal of Commerce 1/5/44 


Controlling Cash Receipts 


GOME of these questions on internal financial control of cash receipts suggested by 

Russell H. Morrison at a meeting of the American Institute of Accountants. may 
make some business men question whether their records are dishonesty-proof: 

1. Is responsibility for the receipt and deposit of cash centralized in as few 
individuals as possible? 

2. Are incoming-mail receipts listed in the mail room for subsequent check in 
detail against the cashier’s records before being turned over to the cashier for entry 
and deposit? 

. 3. Does the cashier receive: (a) Incoming-mail receipts directly from the mail 
room? (b) Incoming: counter receipts directly from customers? 

4. Does the cashier retain control of such cash receipts until they are deposited 
in banks? 

5. Are cash receipts deposited intact each day? 

6. Have the banks been instructed in writing to cash no checks payable to the 
company ? 

7. Are cash receipts posted to accounts receivable records from collection advices 
rather than from the cash items? 

8. What kind of cash-receipts record is kept, and who keeps it? 

9. Is independent accounting control established outside of the cashier’s depart- 
ment over miscellaneous cash receipts, such as rents, interest, dividends, cash sales, 
sales of merchandise to employees, sales of scrap, etc.? 


—The Casualty Insuror 1/44 


‘February, 1944 


61 








Insurance 





Determining Business Interruption Values — 


HILE there is no quick formula 

for determining the proper 

amount of business interruption 
insurance a company should carry, to 
arrive at a figure by guesswork is a 
dangerous procedure. Someone has said 
that the amount of business interruption 
coverage should equal 25 per cent of the 
fire line on the particular property— 
this may be the correct proportion in 


some instances, but merely by coinci-. 


dence. The writer has noted percentages 
ranging from 10 to 100. 


When fire insurance is purchased, 
existing values are employed without 
particular concern as to whether a loss 
may occur in one section of the premises 
or another. It is comparatively easy to 
arrive at the valuation, for tangible phy- 
sical properties are involved. It is not 
so easy to appraise the intangible inter- 
ruption factors based on future activities, 
but the hit-or-miss methods which appar- 
ently are often resorted to should be 
improved upon. Careful analysis and 
calculation are required, and the usual 
books of account do not readily supply 
the information needed. 


Adjusted gross earnings are the safest 
measure of a maximum insurable value, 
but a more accurate figure is obtained 
by analyzing individual expense items. 
An insured. employer, for instance, 
might find it necessary to retain certain 
employees six months; others, three 
months; and still others, one month. 
The insured should analyze his payroll 


needs by departments (and it is a mis. 
take to assume -that only “white collar” 
workers must be retained). Is it not 
logical to insure on the aggregate value 
of employees’ wagés based on analysis 
of the different periods of retention? 
Why arbitrarily establish a time limit of 
three months? The length of time may 
range, according to the general scarcity 
of labor, from one week to a year. Cer- 
tainly in wartime a greater value should 
be attached to the item than normally, 


In certain industries, heat, light and 
power would be most essential to pre- 
serve stock or to maintain partial pro- 
duction. If they are needed, why not 
insure them, paying premium thereon, 
rather than omit them or have under- 
writers furnish protection “free”? 


When the Guaranteed Amount Form 
was introduced, a “worksheet” was 
provided on which the insured was to 
indicate how he arrived at his valuation. 
Initially this was a three-column sheet, 
showing: (1) estimated value of over- 
head expenses, item by item for one 
year; (2) amounts by which these items 
would be discontinued under average 
shutdown conditions; and (3) the 
balance, representing the estimated con- 
tinuing expenses. 

Subsequently the original form of 
worksheet was generally abandoned for 
a form which gave: (1) the actual 
figures for the preceding year; (2) ad- 
ditions or subtractions based on in- 
sured’s. estimate of coming year’s 
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business; and (3) the result, which 
became the insured value. This proce- 
dure provided a “breakdown” approach 
on each item, but it resulted in an in- 
flated value, since it was based on a 
full year’s figure rather than on expected 
loss experience. 

Now, a full year’s shutdown is not a 
probability; but even if it could occur, 
as some underwriters contend, the loss 
sustained could not be equivalent to 
one full year’s total overhead expenses 
and profits. As the period of shutdown 


lengthens, the ratio of loss to one full 


year’s value decreases—certain items of 
expense which would be continued dur- 
ing a short period of interruption will 
be discontinued when the period is ex- 
tended ! 


Underwriters have contended that the 
use of 80 per cent of a year’s value, as 
permitted in some cases, makes allow- 
ance for the aforementioned discontinu- 
ance of expenses. The figure is, however, 
arbitrary. If an insured can show he 
requires only 50 per cent, he should not 
be obliged to maintain any greater 
coverage. The buyer who found he had 
been sold 800 per cent more business 
interruption insurance than he needed 
had a right to be dissatisfied with the 
method of evaluation used by the 
insurer! 

Moreover, the underwriters, having 
required insureds to utilize all available 
facilities for restoring production (and 
properly so), should make allowance for 
such utilization in determining insurable 
values. Indeed; it would seem that the 
concession would serve as an incentive 
to the insured ‘to exercise maximum 
ingenuity in the reduction of losses. 
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The fact is that such efforts, combined 
with the “spread” of centrally owned 
business operations into multiple units, 
may be carried so far as to eliminate 
wholly the need for business interruption 
insurance with a broad range of require- 
ments in between. It is probable, how- 
ever, that the unusual and perhaps dis- 
tant operations involved in these efforts 
will entail extra expenses—for example, 
transportation costs. A firm can obtain 
reimbursement for these by purchasing 
the so-called Extra Expense or Outage 
policy. The insured sum in this instance 
is the estimated amount of _ excess 
expenses. 


In some cases a Combination of busi- 
ness interruption and extra expense 
coverage will be advisable in order to 
maintain gross earnings. To illustrate: 
A firm finds it feasible to produce goods 
by utilizing a portion of another plant’s 
workforce and a number of its own key 
employees, the sales value of the goods 
covering the wages of those employed. 
Other employees of the insured must 
remain idle but should be retained to 
keep the organization intact, their wages 
being a proper continuing expense col- 
lectible under a business interruption 
policy. A single policy jointly covering 
these types of loss would be advan- 
tageous. 


To sum up: In arriving at business 
interruption values, we should avoid: 
(1) arbitrary classification of expenses; 
(2) thoughtless elimination of any 
items; (3) uncertain time factors; 
(4) unreliable fixed percentages; (5) 
hit-or-miss estimates. Rather we should: 
(1) analyze the hazards, their effect, 
and the need for insuring them; (2) 








evaluate the insurable factors by indivi- 
dual units of operation, according to the 
usages of each; (3) allow for collective 
facilities and outside aid; and (4) insure 
for an aggregate amount sufficient to 


BETTERLEY. Journal of American Ih 
surance, December, 1943, p. 15:4. 





(This article also treats several other phasy 
of business interruption coverage, such as th 
cost, the extent of interruption, and adjustmen 





maintain normal income. By P. D. of losses.—Ep.) 


Spending for Safety 


[| the spring of 1943 the War Production Board conducted a survey of requirements 

for safety equipment in war industries and essential civilian manufacturing in- 
dustries. The government learned for the first time, as a result of this survey, how 
much money manufacturing industries spend for safety equipment. All industries sur- 
veyed spent, on the average, $3.80 per employee in 1942. For individual industries 
the amount ranges from six dollars in the chemical industry to 61 cents in the tanning 
and leather industry. 

It is significant that a close correlation exists between the amounts expended for 
safety equipment and the frequency of accidents. For example, while the chemical 
industry spends the most, it enjoys one of the lowest frequency rates of the major 
industries. On the other hand, the lumber industry spends a relatively small amount 
for safety equipment and has the highest frequency rate. 

. —Safety Engineering 11/43 


-— 
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e@ INDUSTRIAL accidents since Pearl Harbor have taken more American lives than 
the guns and bombs of the enemy, according to-a survey of accidents in war plants 
by the OWI. Deaths due to industrial accidents have totaled 37,600 in this period— 
5,000 more than the announced combat losses of the armed forces—and work accidents 
have disabled an additional 4,710,000 persons, or 60 times the number of fighting men 
wounded or missing in action. These figures represent a loss of 270,000,000 man-days 
a year, the equivalent of withdrawing 900,000 workers from production lines for a 
full year. 

—Printers’ Ink 1/28/44 


Industry Takes Jobs to Hospitalized Servicemen 


| their beds, a few steps away from them perhaps, or in their wheelchairs at 

Brooklyn Naval Hospital and St. Albans Naval Hospital, Long Island, N. Y., a 
small but increasing number of disabled sailors are helping rehabilitate themselves 
by a new kind of training for industrial jobs. 

Actually they’re making usable war products as part of their occupational therapy 
(less technically, “prescribed work, curative in effect”), under a plan put into effect 
by Arma Corporation, Brooklyn, N. Y., manufacturer of highly critical equipment for 
naval ordnance, in cooperation with the hospital staffs and other divisions of the Navy 
Department. The Arma-Navy plan applies the basic principles of vocational training. 
Thus it consists simply of breaking down a given industrial job into its most ele- 
mental parts, then instructing the disabled serviceman in these simple operations 
insofar as they may be adapted to the treatment prescribed for him by the hospital’s 
physiotherapist or occupational therapist. The intricacy of the therapy can be ad- 
vanced as the trainee’s needs and improving skill warrant. Incidentally, the Navy 
has authorized the corporation to pay the men on the basis of piecework standards 
for the plant. 

Sponsors and observers believe the plan has demonstrated success in the first 
few weeks of trial, and they predict that the precedent will be widely followed by 
industry because it is as economically sound as it is humanitarian. 

Arma itself expects to absorb 50 to 100 veterans a month in full employment 
when the plan gets into full swing. 

—Modern Industry 1/15/44 
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Workmen’s Compensation Decision 


AN employee’s injury sustained by being struck by an automobile while standing 
at a designated point on the highway awaiting the arrival of his employer’s 





> truck, which was to carry him to his place of work, is compensable. Such was the 
Be interesting decision of the United States District Court for the Northern District of 


Texas in Reeves v. Liberty Mutual Insurance Company (50 Federal Supplement. 772). 

Two workers brought suit to recover compensation under the Texas Workmen’s 
Compeusation Act for injuries alleged to have been sustained in the course of their 
employment in the laying of a pipeline in the northern part of Clay County, Texas. 
The plaintiffs alleged that their work began at 8 o’clock in the morning and continued 


ts to 5 o’clock in the afternoon. As they had no method of transporting themselves 
n- for the approximately 12 miles necessary to reach their work, their contract with the 
w employers provided that they would be transported from a certain point on Highway 
r- No. 82 each morning to the place of work for that particular day. They were required 
8 to be at such point before 8 o’clock each morning; if they were late, they were 
ig docked. Plaintiffs alleged that while waiting at the designated point for transportation 
on December 8, 1942, and while in the course of their employment, they were injured 
or by a car which was forced into them by another car colliding with it. 
il The insurance carrier moved to dismiss on the ground that plaintiffs were 
oT injured on the highway, which was a hazard and risk to which all travelers alike 
it were subjected, and that the injuries were not to be regarded as within the course of 
employment. In denying the motion, the court pointed out that the pleaded facts 
e showed an instruction to be at a certain point, at a certain time, for the convenience 


of the employer, which place was a place of hazard, and held that plaintiffs were at 
work at the time and place required so far as contract, pay, and convenience of all 
parties were concerned. The court held that the injuries were sustained in the course 


m of the employment, and therefore compensable. 
—The Weekly Underwriter 12/11/43 
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The Facts About Insurance Profits 


‘ A TABULATION of. the operating returns of all stock fire insurance companies 

discloses that, for the years 1938-1942 inclusive, the industry experienced an 
average annual underwriting profit, including equity in unearned premium reserves, 
equal to but 1.7% on the capital at the risk of the business. Total earnings averaged 


t 5.9% annually, the difference being net income from investments equal to 4.2%. 
’ The return. to stockholders in dividends for the same period averaged 4.0% on the 
capital at risk. Losses and adjustment expenses incurred were 51.8% of earned 


premiums; expenses incurred compared with premium writings were 44.4%. Com- 
pensation to agents averaged 25.2% of premium writings; salaries of officers and 
employees were equal to 6.3%; taxes, licenses and fees amounted to 4.0%, leaving 


8.9% for all other expenses. 
—Best’s Weekly Bulletin 11/1/48 


| Winning the Fight Against Fire 


[NDUSTRY is gaining ground against an old wartime enemy—fire. 

With industrial production 600 per cent above the levels of World War I, national 
fire losses last year were only 7 per cent above the 1918 figure. They totaled $380,- 
000,000 in 1943, compared with 1918’s $354,000,000. The loss is remarkably small in 
view of the large increase in industrial plants and equipment, commercial buildings 
and homes since a generation ago. 

Last year about 70 per cent of fire damage, or $226,000,000, was covered by insur- 
ance. In 1918, when coverage ran somewhat higher in relation to the loss, 75 per cent 
was met by insurance. 





—The Wall Street Journal 2/4/44 
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The Pillars of Security. By Sir 
William Henry Beveridge. The Mac- 
millan Company, New York, 1943. 
248 pages. $2.50. 


Reviewed by Ralph H. Blanchard* 


In the essays and addresses which 
make up The Pillars of Security, Sir 
William Beveridge discusses his Report, 
its setting, and the elimination of the 
“five giant evils” of “Want, Disease, 
Ignorance, Squalor and Idleness.” His 
scheme of social insurance is directed 
primarily to the elimination of want by 
provision of money benefits, but also to 
care of the sick or injured by provision 
of medical treatment. Maintenance of 
employment (the elimination of idleness 
as far as practicable), he suggests, is 
essential to a “satisfactory” scheme of 
social insurance, but social insurance 
is still possible on a less-than-satisfactory 
basis if unemployment figures run above 
the 814 per cent which he considers -a 
maximum figure for a 
scheme. 

For those who have not read the 
Report, the summary under the title 
“Third Time Lucky” gives a_ brief 
résumé, but it is by no means adequate 
for an understanding of his approach 
and in particular of his consideration of 
qualifications and difficulties. As Sir 
William says: “I’ve considerable pull 


satisfactory 





* School of Business, Columbi 
N. Y. 





University, New York, 
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over most people who talk about the 
Report. I’ve read it.” 


These are the “pillars of security” as 
presented in the essay from which the 
title of this book is taken: maintenance 
of employment, victory for Britain and 
her allies, effective planning during the 
war for a people’s peace, and continv- 
ance of the United Nations as allies to 
solve the problems of peace. Repeatedly 
Sir William urges the necessity of 
planning for peace during war; he 
regards such planning as a part of the 
war effort and insists that the fruits of 
victory will be lost if peace problems 
are left for consideration until the war 
is won. The direction which he would 
like to see such planning take is well 
stated in the address on “New Britain.” 


Sir William emphasizes the fact that 
he is “an academic person.” It is clear 
that he approaches the problems of the 
world with no conventional bias, and 
that he is quite ready to consider exten- 
sive reorganization of control of produc- 
tion and of governmental methods. He 
holds, however, to a fundamental belief 
in democracy, “the power of peaceful 
change of governments.” He would 
preserve the “essential liberties” of 
opinion and its expression, of associa- 
tion, of movement in and choice of use- 
ful occupations, of personal property 
and an income of one’s own with 
freedom to save or spend it. But he does 
not consider “private control of means 
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of production, with the right to employ 
others at a wage in using those means” 
an essential liberty. He would use public 
or private control in whatever propor- 
tions seemed best. 

Whatever one’s opinion may be of the 
broad principles or detailed proposals 
embodied in this book, it repays careful 
reading. Its make-up necessarily leads 
to considerable duplication, but repeti- 
tion lends clarity. Although the ideas 
stem from a British background and are 
presented for British consideration, they 
have broader implications and will be 
the subject of much broader discussion. 


Seven Steps Toward Simplified 
Office Procedure. By A. H. 
Stricker. McGraw-Hill Book Com- 
pany, Inc., New York, 1943. 150 
pages. $1.75. 


This book presents a plan for work 
simplification in the office, developed by 





the author and a group of associates at 
the General Electric Company plant at 
Nela Park, Cleveland, Ohio, who as far 
back as 1917 recognized the fact that 
paperwork was rapidly becoming a ma- 
jor problem of production. From a 
series of more than 3,000 experiments, 
seven steps were devised to comprise a 
basic plan so simple in its application 
as to be almost revolutionary by com- 
parison with former orthodox methods. 

Of unusual interest are the chapters 
dealing with: Establishing Require- 
ments; Assembling the Data; Perma- 
nence of Files; Arranging Office Facili- 
ties; Surveying the Job; Measuring 
Work and Time; and Assigning the 
Work. 

Throughout the text constant emphasis 
is placed on the fact that the office is a 
producing unit in industry. The author 
urges the application of the principles 
of modern production management to 
every phase of office work that can be 
subjected to it. 





Briefer Book Notes 





HOW TO MAKE AND INTERPRET FUNCTIONAL ORGANIZATION CHARTS. By 
John J. Furia. Graduate Division for Training in Public Service, New York University, 1943. 
Public Business Management Series No. 2. Available at 50c from the Bookstore, New 
York University, Washington Square, New York. 64 pages. This guide to the construction 
of functional organization charts represents a distinct step forward in the standardization of 
nomenclature, terminology and technique of chart-making. The manual is divided into nine 
sections and contains 46 illustrations and diagrams showing correct and incorrect methods of 
representation. Though directed primarily to the problems of municipal agencies, the guide 
presents principles and techniques equally applicable to industrial organizations. 


NEW FIRMS AND FREE ENTERPRISE: Pre-War and Post-War Aspects. By Alfred 
R. Oxenfeldt. American Council on Public Affairs, Washington, D. C., 1943. 196 pages. ’ 
$3.25 (paper, $2.50). This study raises important questions about new business formations 
and suggests tentative answers to these questions. The author also presents preliminary 
conclusions about the social benefits and shortcomings of business formations, with sugges- 
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tions for enhancing their social benefits in the postwar era. 
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MANUAL OF INDUSTRIAL HYGIENE AND MEDICAL SERVICE IN WAR INDUS. 
TRIES. Edited by William M. Gafafer. W. B. Saunders Company, Philadelphia, Penna, 
1943. 508 pages. $3.00. Sixteen selected specialists contribute to a well-rounded presenta. 
tion of the health problems which confront industry and methods of dealing with them in | 
the face of a depleted pool of experienced industrial physicians, nurses, engineers and hygien.- 
ists. The first part of the text is devoted to a discussion of the organization and operation 
of the medical department, including the provision of medical, nursing and dental services, 
The section on prevention and control of disease takes up, among others, the subjects of oc. © 
cupational diseases, psychiatric problems, fatigue and nutrition. Concluding the work is a ~ 
discussion of the manpower problem, with special reference to optimum labor utilization, 
women in industry, and absenteeism. 


LABOR ARBITRATION UNDER STATE STATUTES. Office of the Solicitor, U. S. 
Department of Labor, Washington, D. C., 1943. 227 pages. Gratis. This monograph presents 
(1) a summary explanation of state laws pertaining to the arbitration of labor disputes, (2) 
a set of digests analyzing the legislation of each state, and (3) two panoramic tables for com- 
parative analysis of the laws. Though prepared primarily for use of the U. S. Conciliation 
Service, the volume may prove of value also to others interested in labor arbitration, since 
much of the information it contains is suggestive of practices that can be adopted through 
private agreement. 


THE UNEMPLOYED. By Eli Ginzburg. Harper & Brothers, New York, 1943. 418 
pages. $4.00. A study of the effect of unemployment and relief policies upon actual, typical 
families. The volume provides an incisive interpretation of the problem and, through a 
series of human interest stories of representative families on relief, gives a vivid picture of 
the demoralizing consequences of our depression relief policies. 


HANDBOOK OF ACCOUNTING METHODS. Edited by J. K. Lasser, C.P.A. D. Van 
Nostrand Company, Inc., New York, 1943. 1349 pages. $10.00. Specific and complete infor- 
mation on the accounting procedures of 71 businesses and industries—representing every 
aspect of American economic activity—are presented in this manual by experts in the account- 
ing of each particular industry. Includes an extensive discussion of the effect of the various 
tax and regulatory laws upon the accounting procedures themselves. A bibliography contains 
—— to all the accounting material published in the United States during the past 

ecade. 


HOW NAZI GERMANY HAS CONTROLLED BUSINESS. By L. Hamburger. The 
Brookings Institution, Washington, D. C., 1943. 101 pages. $1.00. National Socialism has 
steadily narrowed the area in which business can make its own decisions. This volume 
describes the complex ways and progressive steps by which this close regulation has evolved, 
and shows who it is among the Nazi bureaucracy that does the regulating—and how. 


PRINCIPLES OF MODERN INDUSTRIAL ORGANIZATION. By Walter Rauten- 
strauch. Pitman Publishing Corporation, New York, 1943. 312 pages. $3.75. A text pre- 
pared for the use of students who are beginning an inquiry into the problems of industrial 
organization, and for executives in industry who wish to review the principles of organization 
as applied to manufacture. 


DO YOU KNOW LABOR? By J ames Myers. The John Day Company, New York, 1943. 
240 pages. $2.00. A completely revised and enlarged edition of a book of the same title 


originally published in 1940. Discusses labor relations and the policies and practices of labor 
unions. 


SQUARE PEGS IN SQUARE HOLES. By Margaret E. Broadley. Doubleday, Doran 
& Co., Inc., Garden City, N. Y., 1943. 211 pages. $2.50. A study of the aptitude tests 
developed by the Human Engineering Laboratory. 


ADDRESSES: 1935-1941. By Philip Cabot. The Riverside Press, Cambridge, Mass. 
1942. 200 pages. $1.75. A posthumous volume of occasional addresses by a noted student of 0 
business administration, on such subjects as business and government, the social problems 
of large industry, the functions of the business administrator, etc. 
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